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An Analysis of the Possibilities of Increasing Returns to 
Dairy Farmers through the Subsidization of Exports of 
Butter from the United States. 


by 


E. th) Goumnite, i’ 0. M. Reedy2/ and p15. steck.2/ 


Introduction 


Section 32 of the Amendments to the Agricultural Adjustment Act, 
approved August 24, 1935, appropriates for use in each fiscal year an 
emount equal to 30 percent of the gross receipts collected under the 
customs lews during the calendar year preceding the beginning of cach 
such fiscal year. The funds so appropriated may’ be used to "(1) encourage 
the exportation of agricultural commodities and products thereof by the 
payment of benefits in connection with the exportation thereof or of in- 
demnities for losses incurred in connection with such exportation or by 
payments to producers in connection with the production of that part of 
any agricultural commodity required for domestic consumption; (2) encour- 
age the domestic consumption of such commodities or products by diverting. 
then, by the payment of benefits or indemnitics or by other means, from 
the normal channels of trade and commerce; and (3) finance adjustments in 
the quantity planted or produced for market of sagricultural commodities." 
The funds are to be used for the purpose of three (3) above only ifstie.. . 
Secretary of Agriculture determines that the use of the funds as outlined 
in (1).and-(2) is not necessary to effectuate the purposes of section de. 
Funds from this source will emount to over $100,000,000 per year on the 
basis of customs receipts during the calendar year 1935, eand,, of course, 
will be somewhat higher or lower in the future should customs receipts 
increase or decrease. 


Exportetion of butter under a subsidization plan has becn suggested 
as a possible means by which returns to dairymen might be maintained or in- 
creased. Such a plan would involve the sale of butter abroad at prices 
lower than domestic prices. Presumably, the basic hypothesis underlying 
such a proposal is that the removal of substantial quantities of butter 
from the domestic market would result in increases in domestic prices to 
the extent that total returns to producers would be greater than if the 
entire supply were sold in domestic merkets. 


In considering such a plan, it is necessery to take into account 
such factors as (1) the possible outlets for exports, (2) the effect of 
exports on domestic prices, and (3) prices received for the exported 
products. 


eee er 


I/ Chief, Dairy Section. — 
2/ Senior Agricultural Economist, Dairy Section. 
3/ Associate Agricultural Economist, Dairy Section. 
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International Trade in Butter 


In contrast with the decline in the volume of the world trade in 
agricultural commodities that has occurred since the advent of the 
business depression, there has been a marked rise in the volume of 
international trade in butter during the same period. In 1929, twenty- 
two countries exported 1,130,000,000 pounds of butter. In 1934, these 
same countries exported 1,301,000,000 pounds of butter, an increase of 
15 percent. Denmark has been the most important: exporter of butter for’ 
many years, though her proportion of total world exports has declined 
since 1930. In 1930, exports from Denmark amounted to 31.7 percent and 
in 1934 had declined to 25,4 percent of the exports of the 22 principal 
butter-exporting countries. Exports from Denmark in 1934 were 
330,000,000 pounds; from New Zealand, 293,000,000 pounds; and from 
Australia, 247,000,000 pounds. (See Table 1 and Figure 1.) 

While there has been an expansion in the volume of butter enter-— 
ing world trade in recent years, the scope of the market for such butter 
has been curtailed. The bulk of the butter exported by the important 
exporting countries has been taken in recent years by the United Kingdom, 
and since 1929 the proportion of such exports marketed in the United 
Kingdom has increased markedly, In 1929 the United Kingdom took about 
64 percent, amounting to 702,700,000 pounds, of the total imports of . 
fourteen countries, these countries being the only significant importers. 
In 1933, the proportion increased to about 83 percent, and in 1934 to 
about 85 percent, or 1,075,600,000 pounds. Germany has been the second 
largest importer in recent years, though her imports have declined 
markedly since 1930, largely as a result of import restrictions, In. 
1934, she took only 10.7 percent (136,200,000 pounds) of the total in- 
ports of the chief importing countries as compared with 26.8 percent 
(296,200,000 pounds) in 1929, (See Table 2 and Figure 2.) 


Other important butter—importing countries are Belgium, France, 
Italy, and Switzerland, but imports into these countries are small rela- 
tive to imports into the United Kingdom and Germany, Imports into these 
countries in 1934 were as follows: Belgium, 20,600,000 pounds; France, 
9,600,000 pounds; Itely, 3,400,000 pounds; and Switzerland, 700,000 
pounds, 


_ 


AIOATLIO4 UWeITILY 


4SOM-YINOS pue *eoTIsy yynog Fo uotun ‘eouvag ‘Aresuny ‘etaysny ‘umtsteg ‘soqeqs peatun ‘epeueg [¢ 


*puetod pue ‘etuenyytTT ‘erayey ‘etuoysg /e 


*“pueTUTE pue ‘uepemg ‘femaon /F 


"“GEET ATne ‘Hg *d ‘SoqoN Sonporg Arteaq LTHOOM 04 Guomatdang «<7HCot 


ut Ssattddng oonpoig AIteq ‘youearg ooueFTTTo4UL ‘0044TUMI0D OTMOMOOT TetTsodwy (WOpPSUTY poxytun) worst pegnduog 


07601 =. 108° 0*00T : 
ie : le are : 
eee te G2 8 
GrbT ye asdf] ios 
eee eos OTe | 
ees te 
ee se TG! 
Beas G59. 
ies = Eo. 
eee eG 
nse} of | 


’ 


OY’ 
e 
\O 
OU 


T2204 Jo: spunod T2309 jo 


queoteg: UOTTTIW! JUS0IEd UOTTITH 


26T 


e 
. 
‘ 


Té2‘T -0°OOT iHT2‘T :0°00T : 892@'T ‘0°00T 


le 


TS 
ele 
G62 


St 


£9 
03 


C8 
G9 
TES 


‘spunod 


6 6T 


AR We) we) OyQiOnt— | ea 


[2104 jo: Spunod ‘T2404 Jo: Spunod - [#104 p: Spunod 
4Us0LEd | UOLTT IW: JUSOASg' UOTTTINGUe0Teg ‘UOTTTT 


t 


' 


6 
6 
‘ 


CU 


® e 


° 


OU 4 


LOY LOY E=aey OOo 


9° Bc 


? 


oe ia 3 0°OOT 7 O£T'T: T2401 

‘62 TE Ot ez OF 3 6°2 <4 /;89tar4uN0S 

; : ;  gey4o 4ustE 
(1G see S : 6 ot : 0S Pee SO ga eine Se eur ues ay 
622 toes tet en Ol del ao Gs, GOR: etTeiysay 
Ge SO°)t parece ao dl. ot de a OL GST = a ee 
Oss ee re eae © 6G (975. gece a1e1s 

: MeN Cds 
Gt B°G eon (3°) : 26 © 26 : OT : spuetzoyzen 
: £6 mob 00th ET 5 Geek 

; : OTV Ter 
39 H°G : 3g ‘O°2 Ge < O5Gs.cee Sou aee (etssny) 
Bikece stad 
19 eos £3 oe sab 28 sales o! /TSetarzun09 
, ; : UWeTAeUT PUeOS 
: Lag : 3°62 : eee eh BO Eta tae YICUULS | 


[e304 P:spunod ;: 
qUddI98d ‘UOITT IN 


£rquNOg 


cS6I TS6I OS6T 


HZ6T 94 Be6T 


Saeexk repusTeo *setaqyunood sutyzodxe tedtoutad wors zt044nq fo s4ya0dxg "LT STqeL 


rer srt 


ale 


0° OCT 


3° 3 


: G*392T :0°00T 


ww er awesueweunmnicesecc 


wea 


‘ 
. 
’ 
® 


“speed pue ‘eferel USTITIG ‘eTpUl USTytTag ‘etaeP Ty ‘SoTpUL 4Se" vO4nG ‘spueTZeNseyT ‘eTyeAoTS-voeZ9 


9°GJOT 


T2404 Jo ‘Spunod 


——$—— 


¢ 


se new ener erevens 


9°29 


'T@4O4 JO! 
AusoIEeg UOTTTI qusoasd UOTTT TT 


. 
‘ 


ps ane 
=i Octet 
»9°616 : 


‘SpIT0c. 


G*GSTT /0°00T 


2 °C 


h\ 


T2404 JO 
4udd.Ieg 


*Sqrodxo-s SSeT S4zOCcMT [e409 ‘*aeT ‘sqzodmt ait 


“GC6T “tne ‘G9 *d ‘*soaqol sonporg Sateq AyOS" OF qQuoatIstTddngs 


UT SsTt{cdng sonporg AATeq ‘youeag ooueStrTequT ‘ee04otrm0% OTWUOUOD!: TeEtLeduyl (mopSuty peatun 
. Py . Uy g SE “git Uv . by c bs raed 


‘ 


t 


T°QLTT /0°00T 


2 


one oars Saree 1G grog 1 9°G 29 : fasetaqymmos 
‘ | ; ; , ; Jeuyo woaeg 
are :G: 2°9 Se Te gs 6°1 : ATCUT 
: c°3 : 6°T oe : ole 3 B°ST : Got ! J20T | PUCTIOZIIMG 
0 ere | 6°0n ae : §*2t 6+ ‘ L6 3 aouedy 
9toh as OTH 6 ‘tee 6s G6 wnt Tog 
20661 3th | ottez i are 9° 6c 9t92 : 2*962 | fuera 
sz ig. : Tee i ge Hee a oh: : 8474S 
ee 
: €°206 : 1°69 : n° £98 : 6°69: bein | 1269 : Leo) FLmovs uy peqtuy 
Spmod yeory SpMOT ROT p SomMET eyo yo spend 
UOTITIN 4uSoted UOTTTI Quedzeg UOTTTTW RUeoIET UOTTIIMN : 

eS6T : TS6E : OL6T : 626T : £241.09 


“HEGT 09 G26T Sausf szepueTeo 


21627 707001 


a 


"SOTIGUNOD SuUTYrOCUIT TedTouTAd O4UT 29894Nq To S4xodwyt 


2 


e 


>L°*SOTT 20°00" 


EST 
) wort poandmoy 


a . = 


: L°Sort TR4OL 


BEMASE on SER Oe mint ++ 4 + + +t 4 Reet ++ opr ras ane : ana im as + iessaeada ¢ 
pee ee greene i Soeceesesceucereues tecrecberscesez cored retv svete osaes cerenssbesbeoeastvets niin tit 
EeSrateSe cesEtaceneecOTetECeesse unstuees desea srestunctetasat seatatesatasateestat atabeested seseaszestzazezs peesseterecessussestel 


Seaseqeesuaceay EseSe Waste wrer Tuiasiace Baur eg era eee aeecen gy 
eeseeece 


Sennen 
jsouee 


ey eee 


soreness 


EH 


Teer 


eee 
pemnte 


1 
< 
‘hs 


i 


. Br Ako 7 “ai {ee 
qe a ae 


La paced sak Jne 
ry 


af 


acer 


Higa 
ae 
Sete 
ae 
pececes 


zi 
quene 
Er 
aane 
tt 
a 
el 
coe 


eet 
Prt 
Ets 


fat 


ceeeere cor Agee eae, f 
He Hea Eeaiietiars 7 


{1 

He 
tH 
HH 
H 


i 
HY 


int 


E ee 


Hitt stil afeneatiatitl 


EE SSE bee or cease 


ee es TT 


jie 


saat 


iwi 
S 


oH 

Fit 
2 
cH 
ree 
i 


= 
I i 
jee 
Pt 


Hi 
= 
HH 


til 
i 
H 


rr 
rere 
Hint 
HE 

inne} 


= ee 


Ses cduesosesscretserersersrsenart Heese 
ee folie 


eauseseneee eaneanee a 
cieee eeeieenen anni azstaze! 


(ieeceee 


Boe eliiat at ete aelosait 


Sei iia 


aeeae 


SOCEee eee eeeeeceee nd anaiatadivaazzeel 


ieee aergueetset sitesatecattssssenististtas 


Siti rt 


a eeeaae is 


Bsiese 
= 


ey WAS 
Asi 
The Foreign Trede of the United States in Butter. 


The United States has never exported a very significant 
volume of butter relative to domestic production, However, 
butter has at times been imported, the peak year being 1920- 
21 when 34,344,000 pounds were imported. Imports of butter 
during the fiscal year 1934~35 amounted to 22,393,000 pounds, 
(See Table 3 and Figure 3.) 


The United States has no established export trade with 
major butter—importing countries, most of the exports going to 
Central and South American countries. During the war period 
exports reached a peak of 33,740,000 pounds in 1918-19, In 
1926~27, total exports from the United States amounted to 
5,048, 000 pounds, (See Table 4.) Since 1926-27, exports 
have perined steadily, and amounted to only 761,000 pounds 
in 1934435, In 1926-27, Mexico, Cuba, and Panama were the 
largest importers of American butter, these countries taking 
17.0 percent, 14. 5 percent, and a 5: percent, respectively, 
of the total exports in that yea In 1934-35, Mexico, Cuba, 
and Panama took 22.5 percent, 6.8 enone and 8.4 percent, 
respectively, of the total exports, and the Philippines and 
Haiti took 12.7 percent and 9.9 percent, respectively. Ex~ 
ports from the United States to the United Kingdom and Germany, 
which are the important butter importing countries, heave been 
negligible in recent years, In considering whether exports 
to the South and Central American areas could be expanded, it 
is to be noted that present exports are largely for the demend 
of American and European citizens rosiding in these countries, 
rather than for the native population. Therefore, the market. 
for butter in these countries is limited, unless prices were 
lowered to a point where they would supplant the use of 
tropical oils among the native population. 
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World Trede Berriers in ere fe Butter ; 
ain recent years: the various eae ‘countries have paced 
restrictions or increased such restrictions against butter imports, 
These restrictions have taken the form of either higher tariffs, import 
quotas, exchange regulation, or a combination of these. 


1. United Kingdom. 


The domestic production of butter in the United Kingdom is 
only about 10 percent of apparent consumption, so that that country is . 
markedly dependent upon imports for her supplies. For many years the, ©» 
“United Kingdom followed'a free trade policy, with no tariff.or quota 
restrictions to affect the volume of imports of butter. In recent years, 
however, various measures have been adopted in the interest of domestic’ 
prodabers and of the butter—exporting Dominions. The suspension of gold 
payments by the United Kingdom in September 1931, while brougnt about by 
financial considerations, was the first of these measures which tended to 
benefit home and Dominion producers and producers in countries on the so- 
called sterling basis. 1/ It oe Ute that butter. exporters in the gold : 
‘standard countries were placed at'a definite disadvantage as a result: of 
the abandonment of the gold ees by the United Kingdom, 


The Import Duties Act, effective March 1, 1932, tended further to 
restrict imports from foreign countries. Under this Act a ten percent ad 
valorem duty was placed on milk, cream, butter, cheese, and processed 
milk, while Empire supplies were exempt. On November 15. 1932, the tariff 
on dairy products was changed pursuent to the Ottawa eree ments Act. #.An 
import duty of 15 shillings per 112 pounds, equivalent at the October 1935 
rate of exchange to 3.3 cents per pound, was levied on all foreign butter, 
while Empire supplies continued to be exempt. In the Ottawa Agreements 
the United Kingdom reserved the right, as regards dairy and poultry prod= 
ucts, to impose import duties and quantitative restrictions on Dominion 
supplies, if it considered it necessary in the interests of British pro- 
ducers, at the end of three years from the time the duties went into 
effect, ‘so long as preferential margins were maintained in favor of the 
Dominions.2/ While, on this basis, the United Kingdom has been at liber~ 
ty to impose quotas and tariffs against all external supplies since 
November, 15, 1935, no action had been teken by the United Kingdom at the 
time of this writing. 


During 1933, 1934, and 1935 the United Kingdom entered into trade 
agreements with a Sumber of European governments. Under some of these 
agreements, the United Kingdom agrees, in the case imports of butter are 
placed under a quota system, to assign quotas to the contracting foreign 
countries on the basis of the volume of imports of butter from these 
countries in recent years. In some instances contingent quotas, which 

will apply if quota restrictions are established, are named. For example, 


iy World Yeiry Prospects, May 24, 1934, Bureau of Agricultural Econonics, 
Unitew States Department of Agriculture. 


2/ Imperial Economic Conference in 1932, pum ary. of Proceedings and Copies 
of Trade Agreements, 1932, 


apenas 


a quota of 2,300,000 hundredweight (of 112 pounds) per year is assigned to 
Denmark. Provisien is, nade for these quotas to be increased in the event 
that total imports exceed 8. ,100, 000 hundredweight per year. The countries 
with whom agreements were concluded are Dennark, Norway, Sweden, Latvia, 
Estonia, Finland, Poland, and Eithuania.3/ 


ee Gernany. 


Germany, while producing approximately 75 percent of the total 
butter consumed in that country, has for some years been the world's 
second largest importer of butter. Since 1930 increasing restrictions 
have been placed against imports of butter into that country. On November 
27, 1930, the tariff was increased from 27.50 reichnarks to 50 reichmarks 
per 100. kilos, and on January 23, 1932, the total quantity of butter that 
could be imported from any country annuelly at the latter rate of duty wes 
Linited to 5,000 netric tons (11,023,000 pounds). Additional imports . 
were dutiable at 100 reichmarks per 100 kilos. On November 15, 1932, the’ 
rate of duty was increased to 75 reichnarks per 100 kilos and a quota = 
systen was establishod, quotas anong the various butter-exporting countries 
being apportioned on the basis of their average exports to Gernany during: 
the period 1929 to 1931. The total quota was originally fixed at 
121,000,000 pounds, In 1934 this was reduced to about 99,000,000 pounds, 
On September 24, 1934, additional restrictions were adopted. In ordor. to 
make the quota system more effective and in order to conserve the country's 
supply of forcign exchange, a licensing system with respect to butter 
imports was established. The plan is administered by an Import Control 
Board cooperating with the Foreign Exchange Offices. In addition to the 
basic tariff rates described above, butter imported into Germany has been 
subject since early in 1934 to a surcharge, the purpose of which is to 
_ bring the price of the foreign butter up to the fixed internal level oly! 


Oeecancs. 


A system of quantitative regulation of imports of butter by 
quotas has been in operation in France since 1931. During 1934 imports 
‘were drastically reduced and for the last. six months of the year no quotas 
were allowed. In addition to the quantitative control there is levied in 

that country an import duty and a license tax on foreign butter. 5/ Since 
July 1935 a bounty has been paid, under certain conditions, on good quality 
butters exported to foreign countries. 6/ 


Ae Belgium. 


The importation of butter into Belgium has been subject to 
quantitative regulation s sines April Loge. Quotas are fixed each month, 


tone en an clan epee re ees 


3/ (u (United - Kingdom) Imperial 11 Heononic Committec, Intelligence Branch, 
Dairy Produce Supplies in 1934, Supplement to Weekly Dairy Produce 
Notes, p. 84, July 1935. 

4/ Import and Toe Section, Agricultural Adjustment Admit Sorat oes 
United States Department of Agriculture. 

5) (United Kingdom) Imperial Economic Committee, Intelligence Branch. 

Dairy Produce Supplies in 1934, er oe! to Weekly Dairy Produce Notes, 
alecOe OU Lye oes 

*6/ (United Kingdom) Board ‘of Trade Journal, Export Bounty on Butter", 

135(2018):219, August 8, 1935, 
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Beginning in the second half of 1933, importers have been required 
to pay a license tax, the amount of which is fixed each month and 
depends on the difference between the price in vie domestic and for- 
oreny Bets tS = 


as Thaly. 


: Increases in the import duty on receien butter were im- 
posed by Lees. in 1932 and in January 1934 and since October 1934, 
the importation of butter into Italy has been subject to quantitative 
restriction through the establishment of quotas. In addition, the 
manufacture of margarine is taxed and the sale of margarine except 
for direct consumption is prohibited. 8/ 


a bid 
a/ Tbid., p. 77. 
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Encouragement of Exports of Butter by Foreign Countries. 


While butter-importing countries have been restricting imports 
of butter and limiting the markets for dairy products from surplus—pro- 
ducing countries, exporting countries have resorted to export bounties 
and other methods in an effort to stimulate exports or to raise domestic 
prices. 


Ieee wast rakes, 


The Paterson Plan was in effect in Australia during the period 
1925 to April 1934. Under this plan, Australian butter producers were 
assessed on the basis of the volume of butter produced, the proceeds 
from these assessments being used to pay a bounty to exporters of butter. 
The plan was operated by the dairy industry without Government aid. At 
the time the plan was put into operation, only about one-third of the 
Australian butter output was exported. Since the effect of the plan was 
to raise domestic prices (paid on two-thirds of the output) above world 
prices by approximately the amount of the bounty, it appears that a gain 
resulted for a time from the operation of the plan. 


The profitableness of this was directly affected by the relation- 
ships between the volume of domestic consumption and the volume of exports. 
As a result of the increased returns to butter producers due to the opera- 
tion of the plan, production was stimulated, which tended to increase the 
proportion. of the domestic output exported. This necessitated larger 
assessments and resulted in smaller benefits. Attempts to curb production 
were made by reducing the bounty from time to time, thus lowering the do- 
mestic price. The effectiveness of the plan was further reduced through 
the refusal of certain factories to meet the assessment and through the 
increase of farm-made butter exempt from the assessment.” 


On May 1, 1934, a new plan was wt into effect, under which uniform 
domestic prices are established. The price was originally fixed at 140 
shillings per hundredweight of 112 pounds. 10/ The entire output of butter 
is pooled, and the losses incurred in selling butter in foreign markets at 
lower prices are spread among all producers. The plan is administered by 
the Commonwealth Produce Equalization Committee, Ltd., the organization of 
which is provided for in the legislation setting up this program. Under the 
provisions of this program, a total domestic allotment based on Australia's 
domestic requirements is determined. The total allotment is apportioned 
among the various States and each State is required to export a given 
9/ Brookens, P. F., "The Paterson Plan and Australian Butter Prices," 
Journal of Farm Economics, 10 (4): 540-542, October 1928. Also (U.S) 
7rd Congress, Senate Document No. 70, World Trade Barriers in Relation 
to American Agriculture, pp. 263-264, and p. 302, 1933; and World Dairy 
Prospects, June 22, 1934, Bureau of Agricultural Economics, United 
States Department of Agriculture. 

10/Foreign Dairy Programs Far Reaching, Division of Information, Agricul- 
tural Adjustment Administration, United States Department of Agriculture, 
p.- 13, September 1934. 
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percentage of its production. “In the event the consumption in any State 
is above the anticipated requirements so that a smaller proportion is 
exported, tne State Stabilization Committee is reouired to pay to the 
Commonwealth Committee the excess returns derived from that portion of 
the local sales which was intended for export. In States where the local 
consumption falls below the allotted requirement so that a larger: pro-— 
portion is exported, the stabilization committee receives a payment from 
the equalization fund. 1LL/ 


The new legislation provided also for a referendum of dairy farmers 
on the question of whether they want the new plan to remain in force. 
This had to be taken within six months after the Act became effective. - 
The referendum was held on October 11, 1934, the results of which were 
favorable to the plan. 


As a result of the above measures, the United States Treasury 
has imposed, since 1928, a countervailing duty in addition to the 14- 
cent statutory duty, on imports of Australian butter into the United 
States. The rate of the additional duty at present is 4-1/2 pence 
(7.3 cents at October 1935 rates of ce een ane 


2. Denmark. 13/ 


Prior to December 1933 the Danish Government did not extend any 
aid to the dairy industry of that'country, though arrangements were in 
effect which provided for the equalization by means of pooling of the 
differences in prices obtained for butter exported to various markets. 

A number of Government decrees, made effective on December 13, 
1933, provided in part for the imposition of graduated taxes on butter 
for domestic consumption so long as the Copenhagen quotation for export 
butter was below 2.50 krone per kilogram (24.8 cents per pound at the Octo- 
ber 1935 rate of exchange). If the quotation was between 1.75 kronesane 
2.15 krone, a tax of «é5 krone per kilogram (3.4 cents per pound) was 
collectible. If the quotation was below 1.75 krone the tax was increased 
by the amount by which the quotation was below 1.75 krone. On the other 
hand, if the Copenhagen price was above <.15 krone the tax was lowered 
by the amount by which the price exceeded 2.15 krone. No’ tax was *col- 
lected if the export price exceeded 2.50 krone. The proceeds from the 
taxes were impounded in a special fund for making payments to farmers. 


11/ World Dairy Prospects, June 22, 1934, op.cit. 

12/ Treasury Decision 43067, Treasury Decisions, Volume 54, 1928, United 
States Treasury Department. 

13/ The information contained in the remainder of this section of this 

paper was obtained, except as otherwise noted, from (United Kingdom) 

Imperial Economic Committee, Intelligence Branch, Dairy Produce Sup- 


plies in 1934, Supplement to Weekly Dairy Produce Notes, July 1935. 
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The decrees also provided for the imposition of a tax of .30 
krone ‘per kilogram (3.0 cents per pound) on’ all domestic oils'’and fats 
utilizéd in margarine production, except lard and. tallow. .‘¥Yoreign 
Oils and fats were subject to a similar duty: upon importation, while 
imported margarine and margarine cheese were'dutiable at .25 krone per 
kilogram. A portion of the proceeds from these: levies were used for 
the purchase of margarine: and beef for the needy, while the balance 
accrued to the Treasury. se ta ; 


In addition, a plan has been in force since 1923 for the slaugh- 
tering of cattle at guaranteed prices. A large proportion of the cat- 
‘tle disposed of were old dairy cows. Under this plan approximately 

130,000 animals were slaughtgred in 1933, 150,000 in 19%, and 40,000 
in the first half ef 1935014) ; | 


Due to an increase in margarine consumption and a considerable 
reduction in butter consumption as a result of the operation of the 
above plan, the tax on butter described above was revoked on December 
1, 1934, The tax levied on raw materials imported for margarine manu- 
facture was also terminated at the same time.19, ; 


Since early in 1934 a plan has been in operation, in addition 
to the above measures, whereby surplus quantities of. butter are re- 
moved from the normal channels of trade and held in storage for dis- 
tribution at a later time on the domestic market. The object of these 
operations is to stabilize butter prices. The plan is financed by.a 
fund of two million krone furnished: by the cooperative and private ex 
porters and the futter Quota Find. Operations under this vlan were 
conducted only in a few instances in 1934,16 


Since November 10, 1935, a countervailing duty has been in ef- 
fect on Danish butter imported into the United States, in addition to 
the 14—cent customs duty levied on all foreign butter shipped into 
His country. The rate of the countervailing duty is determined from 
time to time. On the basis of conditions prevailing at tho time of 
the imposition of the duty, the rate would be aporoximatcly four cents 
per pound.l7/ 


14/ Doiry Produce Supplies in 1934, op. cit., p. 6. 
15/ World Dairy Prospects, Januory 31, 1935, Buroau of Agricultural 
Economics, United States Department of Agriculture. 


17/ Treasury Decision 47896, Treasury Docisions, Volume'6s, 1935, 
United States Treasury ‘Department. 


ss Estonia. 


Under a lay’ passed in Jenuary 1934, the price of butter to 
Estonian producers was fixed at a minimum of 1.50 krone per kilogram 
(approximately 18.3 cents per pound at par of exchange). If the market 
price declined below this minimun price, producers were paid the differ- 
ence, the funds being furnished by the State from general tax revenues 
enc other sources. At the samc time a bounty was paid to exporters for 
butter sold in foreign markets. <A further provision authorized the 
Minister of Agriculture to fix the quantitics of butter which exporters 
were to sell in the various export markets. Failure to comply with his 
orders resulted in a forfeiture of the bounties by the non-complying 
exporters. Pre 


The minimum price originally guaranteed to producers was 
changed on several occasions since the enactment of the above law. From 
wuly 16 to October 15, 1934, it was fixed at 1.10 krone. After raising 
the price to 1.45 krone for the first’three months in 1935, it was again 
lowered and in July it was 1.20 krone per kilogram./&/ 


4. Finland. 


The provisions of a law enacted in Finland on December 21, 
1932, provided for the granting of a’ bounty to exporters if the whole- 
sale price of butter fell to 20 marks per kilogram (19.6 cents yer pound 
at the October 1935 rate of exchange) or less. - The bounty was originally 
fixec at 3 marks. A bounty, equal to the difference between the prevail- 
ing price and 23 marks, was paid if the price exceeded 20 marks but fell 
below 23 marks. Provision for a bounty of 2 marks per kilogram on cheese 
is also contained in the above laws. The full bounty is paid if the 
price is less than 11 marks, but if the price excceds 11 marks and is 
less than 13 marks only the difference is paid. In the computation of the 
bounty the wholesale price of butter was based on the Copenhagen quotation 
for export butter with certain adjustments to allow for difference in the 
scale of Finnish and Danish prices. In the case of cheese, the bounty was 
based on the quotation for cheese at Kempten. The bounty on butter 
ranged from 4.50 to 6.50 marks per kilogram during 1934. 


The above law was amended in January 1935, and the Government 
was given Ciscretionary power to fix. the rate of the bounty. In June L9S5; 
he bounty wes 6.50 marks on butter and 2.50 marks on cheese. An excep- 
tion was made in the case of cheese exnorted to the United States, where 
no bounty appears to have been paid. 


18/ Dairy Produce Supplics in 1934, op. city, p. 86 
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Further measures designed to aid the dairy industry in Finland 
were enactcd in February 1934 and provided for the imoosition of an 
import embargo on butter, margarinc, lard and fat. These measures were 
in effect, however, only for a short time and were superseded by a. new 
law in April 1934. This lav conferred authority on the State Council to 
increase tariff rates on butter, margarine, lard and raw fat up to four 
times the basic rate. Pursuant to this authority the duties on these com- 
modities ere increased. In the case of butter, the duty vas raised from 
> to 12 marks per Kiloeram. 


adcitional logislation, providing for the imposition of excise 
CS on margarinc, margarine cheese, artificial fats, fat mixtures and 

fecdstuffs, was enacted in May 1934. In addition to the imposition of a 
heavy cxcise tax on fodder, the Government prohibitcd the importation of 
this commodity in July 1934. The margarine industry vas originally per- 
mitted to operate without an excise ‘tax on its product, On coneitiome sa: 
the industry vould restrict production, but it apocars that a tax of 3 
marks per kilogram vas nevertheless placed on margarine in 1935.12, 


’ 
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According to the provisions of a decree ‘issved by “the Latvian 
Government in Ausust 1930, producers are paid a bounty on milk utilized in 
the procuction of butter for exporte A law enacted in June 1932 vrovided 
further for the payment of guaranteed prices for the various grades of 
putter, 200 lat per kilogram (approximately 2le9 cents per pound at par 
of exchange) for first grade butter and 2.40 lat per kilogram (21.1 cents 
per pound) for second grade butter. A bounty, equal ‘to the difference 
between the guaranteed price and the world price, is paid to producers 
supplying milk to registered dairies if the world prices falls below the 
guaranteed price. In the event tHe world price excceds the guarantecd 
Price, those recciving the higher price are required to contribute one- 
half of the excess to a special fund, which is uscd for the payment of 
bountics when the world price is below the guarentccd price. 3ounty pay- 
ments during 1934 were based on suarantced vrices of 2.25 lat per kilo- 
etam Tor “tirst grade butter, 2.1 5-lat per kilogram for second grade butter, 
an average domestic price of 1.94 lat, and an average export yrice OfeGLlo 
lat. 


In order to facilitate the marketing of butter in the domestic 
end forcign markets, the Latvian Government set up a Butter Export Central 
in December 1934. In addition to controlling the marketing of butter, 
this organization was to facilitate the payment of bounties to producers, 
and was to attempt to gain now marketse The operations of the Butter Ex- 
port Central were to be facilitated by the extension of credits by the 
Bank of Latvia. 20/ 
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Relief to dairy farmers in the "Netherlands was provided for in 
the Crisis Dairy Act, enacted in July 1932, and in the Agricultural 
Crisis Act, enacted in August 1935. The objective of these measures was 
to secure prices to producers approaching cost of production. These laws 
provided for the levying of a consumption tax on butter domestically con- 
sumed. The laws also require that margarine intended for domestic con- 
sumption should contain a certain proportion of butter. All butter and 
other edible fats sold for domestic consumption were required to have a 
stamp affixed, which was the method of collecting the consumption tax. <A 
‘similar tax was levied on margarine; the rate of which was to vary with 
the butterfat content. In addition, special taxes on imports of fats 
were levied through the roquiroment that importers take out "transport 
permits". Similar permits were required with respect to exports, the 
sums collected in consumption and special taxes wore placed in a fund from 
which payments were made to producers. 


In July 1932, the consumption tax on butter amountod to 0.42 
florin per kilogram (12.9 conts per pound at the October 1935 rate of ex 
change) but was increascd thereafter. In January 1935, it was 0.90 
florin (27.7 conts per pound); in March 1935, 1.10 florins (33.8 cents per 
pound); and in June 1935, 1.00 florin (30.7 cents per pound). 


A program involving a reduction in milk production through a 
reduction in cow numbers has been in operation in the Netherlands since 
October 1933. Between that month md March i194, Over 119,000 cattlo were 
slaughtered. Aftor suspending this program for a time, the Government 
announced in the autumn of 1934 that 150,000 additional cattle would be 
Slaughtered. The meat is canned and distribtéd to the needy. Another 
phase of this program involved the limitation of the number of calves to 
be kept for milk to 410,000 in 1934. The administration of the program is 
vested in the Cattle Central. 


further measures to aid the-dairy industry included an educa» 
tional campaign to increase fluid milk consumption, the distribution of 
margarine (which contains no mutter) to the unemployed, and a compulsory 
requirement that creameries return to producers a portion of the skim milk 
yielded in separating cream from whole milke ; 


A program designed to control the production of milk was 
instituted in June 1935. This program provided for the payment of a sub- 
sidy on a base quantity of milk produced by ach farmer, while for milk 
produced in excess of this base a penalty was to be imposed. The original 
total allotment was computed on the basis of an 11 percent reduction from 
the average production during 1933 and 1934, though individual producer's 
bases varicd according to type of farm. The bases apply, however, only 
for milk intended for sale as milk or in the form of some manufactured 
product or cream. Frovision is also made for the licensing of farms .pro- 
ducing butter 
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The subsidy paid on basic quantities of milk amounted to .0288 florin 
per kilogram (0.9 cent ver pound at the October 1935 rate: of exchange) in June 
1935. The orogram is financed by a tax "on exoorts of dairy products to 
countries which have imposed quota regulations". 21 P 


7. Sweden. 


Aécording to adecree of June 30, 1932, as amended by later. legislation, 
a tax was to ‘be placed orn all: milk: sales and on ae use of milk. in the production 
of manufactured products or for cream, in- Sweden. The proceeds of, this tax were to 
be used to vay a bounty on butter exported from the country. In this manner,pro- 
ducers were vo receive a-uniform return on butter and other dairy products regard- 
less of whether such dairy products were exported or sold for home consumption. The 
administration of the program is ‘vested in a State Milk Committee. while the funds 
"are admini stered by the: jSwedts sh Dairy Farmers! National Union". 22 
Further measures to aid Ae Era included. the imposition of 
higher import duties on imports of margarine end an excise tax on margarine produced 
Within the country. In addition, a monopoly to import dairy products was granted 
to the State Milk Committee, 


The program .with respe'ct to ore Lovy. on milk has. been extended ond 
expanded since it was originally instituted. In addition to the payment of bount- 
1@s On exported doiry vroducts, the proceeds are used for payments to equalize 
returns from milk used for various purposes and to meet the expenses incurred in 
Saf operation of the various measures adopted with respect to the dairy industry. 
23 
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The various plans to increase the income of dairy vroducers in the. 


above countries may be summarized as follows: (1) Australia fixes the internal 
price. All the butter is pooled, so that the loss on the exported butter is borne 


equally byall producers... (2) A market eee eee plansishin-erieet tnepennarics 
temoorarly surpluses being placed in oe storage and later distributed in the 
home market. (3) Estonia and Latvia arantee fime prices -to producers. The dif-— 
ference betwoen the fixed price and ra erice received by producers is paid té 
producers by the respective Governments. Bounties to exportcrsp are also paid in 
these countries. (4) Finland grents a bounty on exports of butter and checse. (5) 
The Tecneriends. levies a tax on domestically consumed butter and Sweden levies a 
tax oneal. milk, Sweden using the proceeds from the tax to pay bounties to ex- 
DOrverss Gonuml cers admixture of butter with margarine for home consumption is 
required in the Netherlands, and cow reducing programs were adopted in that coun- 
try and also in Denmark. 


It is pertinent to note that New Zealand, which is the second largest world 
exporter of butter, does not subsidize the exportation. of this commodity at the 
present time. Thile the payment of a subsidy to dairy farmers has been advocated 
in that country in the past, either as an outright gift from general tax funds or 
by way of a loan, the Dairy Industry Commission reporting in 1934 on conditions and 
problems confronting the industry definitely opposed such action.<4 


20) Tbid., DPe 87-88, th 
Pied... p. 38’. 

23/ Ibid. 
24/ Report of the Deiry Industry Commission, New Zealand, ppe 66-67, 1934. 
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‘The Tariff -on Butter in. the United States. 


The rate of duty levicd on butter imported into the United States 
is a consideration in the analysis of 9 »lan to increase the income of 
producers through the subsidization Om exponts.. It is obviously import— 
ant thet the toriff ibe at such a rate that imports will not be attracted 
to an extont that gains from the program will be vitiated by such 
imports. Domestic vrices have excceded world prices by more than the 
prevailing tariff of 14 conts only at infrequent intervals. . In vicw, 
however, of the increasing restrictions of importing countries against 
imports of butter and the increasing production of the butter-exporting 
countries, it is possible that world prices will décline to a point where 
domestic prices will e weed such world prices by more than the import 
duty, unless some measures are adopted bythe exporting countries to 
avoid a decline in prices. If the United Kingdom places quota restric- 
tions on butter from all sources, foreign.and Dominion, or increases the 
present tariff rate, the short-time effect vrobably would be to encourage 
imports into the United States. The successful operation of the subsidi- 
zation plan may necessitate, therefore, oither incrcased import duties or 
other import restrictions in the United States. On the other hand, it 
should be noted that thore is an obvious inconsistency, from the point of 
view of forcign trade policy, in any plan designed to increaso exports of 
butter from the Unitod States to forcign countrios which also, at the 
same timc, contomolates tho exclusion of foreign butter from the United 
Statcse 


Recent Changes in Duties. The Tariff Act of 1913 reduced the duty 
on butter from 6 to 2.5 cents per pound. This rate was maintained until 
May 28, 1921, when the Emergoncy Tariff Act rostorcd the 6-cont duty on 
butter. On September 21, 1922, the Fordney-hicCumbor Tariff Act was 
passed, increasing the duty on butter to 8 cents. On March 6, L926, 
President Coolidge raised the rote on butter by proclamation to le cents, 
effective April 6, 1926. The duty was further raised on June. 17, 1930, 
when the Hawley-Smoot Tariff Act wes. passed, increocing the rate to 14 
cents per pound, effecvive on June 18, 1930. 


In Table 5 are shown the rates of duty on butter under the various 
tariti acts from 190910. L930. 


Hb 


Table 5. Rates of import duties on butter, dates of 
enactment and effective dates, 1909-1930, 


) / $ ; Effective 
Datesof act... .§ 2.Rate of duty... ; date of 
: as : tariff 


} 


August 5, .1909- 6 cents per pound ; August 6, 1909 


October "a. 19LSs 2.5) aente per pound October 4, 1913 


May 27, 1921 6 cents per pound May 28, 1921 


September 21, 1922: 8 cents per pound September 22, 1922 


March 6, 1926 1/ April 6, 1926 


@e €0 ce @8 2% 62 $2 2e @8 oe ce 


le cents per pound 


June 18, 1930 


dune 7 L950 ; 14 cents per pound 


Compiled from tariff acts. 


1/ By Presidential proclamation. 
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Possibilities of. oe asing aren i Producers 
es See cig et of Exports. 


The question of whether returns’ to Leinade oll would: be increased 
through the subsidization of ‘exports depends chi6fly upon the nature of 
the consumer! s demand for butter in the United States. The price 
reeeived for ‘the eported butter: depends, howéver, to some extent upon 
the nature of the demand - HOR! butter in importing countries. i is 


| generally recognized | that, in the case of a commodity the demand for 


which is elastic, that Is,. ‘a given percentage change in'supplies results 


in a smaller opposite percentage change in price, the larger the volume 


of the. -commodity sold the larger would be the gross revenues from such 
sales. On the other hand, “in the“ case of a-commodity. the demand:.for 
Which is inelastic, that’is, a-giveh perecitage change in supolies 


. results in a larger opposite percentag e change in price, the smaller the 


volume of the commodity sold the larger. would: be the gross révenucs from 
su dh sales, within such limits’for which the demand is inelastic. It is 
recognized, however, that there are probably very few commoditics the 
demand for which is inelastic for all rangos ae Bape 


It is evident from the above thine’ the returns from: a veommodtt; 
the demand for which is inelastic in the domestic markets could ‘be en- 
haneed through a rdduction in the volume of supplies in these markets 
and the sale of these excess supplies sither in markets where the. aBenil 
is less inelastic,. or where the commodity has ‘not been sold before, the 

amount of gain being ‘related to such factors as the relative sizes.of 

tho two markets, additional transportation and marketing costs, and the 
like. . Perl i 


The resultsof a a preliminary study of the factors affecting butter 
prices in the United States indicate that within: the price range prevail- 
ing since 1919 the demand for butter is inelastic. On this basis -returns 
to producers would be increased through a plan involving the oxportation 
of a portion of the domestic supplies to-forcign countries. 


' Quantity of Buttor to be Exported. Several considerations are in- 
volved in tho determination of the quantity of butter to be exported. 
The quantity coprted, should nét be so Large as: to result in prices high 
enough to stimulate production to the oxtont that the gains from the 
program would be vitiated. Obviously, the precise quantity to be exported 
would depend upon supply and demand conditions prevailing at the time the 
program was put into cffect. Whilco on the basis of the mbove results the 
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larger the quantity exported, within the price limits for which the 
demand is inelastic, the larger would be the gains, it would be inadvis- 
able to export such a quantity as would disrupt foreign markets and per- 
haps invite retaliation. 


The time of the year when export operations would be most 
feasible is a factor of some importance. Wholesale prices of butter in 
the United States are usually lowest in the summer months and highest in 
the winter months. The seasonal fluctuations in prices are considerable. 
Prices for New Zealand.butter also fluctuate seasonally, though the 
fluctuations are not so much pronounced as -the flxctuations in the New . 
York prices. The lowest prices are reached in the winter and ‘the highest 
prices in ithe summer. New Zealand finest butter is approximately compar- 
able in quality .to 92.score -butter in the United States, As a result of 
the different seasonal variations in prices, the differential of New York 
prices over London prices. for New Zealand butter is least in the summer 
months and greatest.:during the winter months. (In Table 6 are shom the 
indexes of the seasonal: variation of butter prices at New York and at 
London.) On the basis of the above, it would appear to be the most acon 
omical, from the point.:of view of the cost of eae a Reeeeo to export 
hutter during the Rene from May to August. 


The butter exported under the plan presumably pote be purchased 
in the domestic market in the normal competitive trade channels, Such 
operations could be conducted by an organization set up for that purpose . 
or by an existing governmental agency. The effect of these purchases on 
increasing domestic prices would be about the same as a decrease in 
domestic supplies arising through any other cause. On this basis, the 
total volume of domestic supplies, including the volume exported, would 
be sold at the increased price. fA loss, however, obviously would be in- 
curred equal to the difference between the cost of purchasing the butter 
for export (assuming it would be purchased at the increased domestic 
price) and the amount received for such butter. The amount received for 
the exported butter would be the London price for comparable grades of 
butter prevailing at the time the butter was exported, less transporta- 
tion and handling charges, insurance costs, and the British import duty. 
The duty at the October 1935 rate of exchange is 3.3 cents per pound. 

It is probable that the Au charges amount to about 1.5 cents per 
pound. 


The Hlasticity of Demand for Butter in the United Kingdom, The 
price that would be obtained for,the butter exported to the United 


Kingdom (it is assumed that all the butter would be exported to that 

country) would depend upon butter prices prevailing in the United King- 

dom at the time the plan is put into operation and the extent to which 

these prices would decline as a result of additional imports. Since most batter 


eins 


& 25 &' 
Table 6. Indexes of séasonal variation “of the price 
of 92-score butter at New York and of the 
price of New Zealend finest butter at London. 


Month : 92-score butter at : finest butter 

a "|New York 1/3 “at London 2/ | 
May - ia Shoaib sia ' ah (96.3 | 
June ip : 5275" . | 99.6 
July Om aao Pa TANS. 104.7 
August 94.0 | « geste 
September NSE elem a fepliy sist 
October : 103.6 E 105.4 
November : 408.1 : 98.5 
peconeer 109.8 . 96.8 — 
January 101.9 94.9 
February 101.9, 96.8 
March ae 103.6 i 97.0 
April, i Se ney AT «bez 

. ome $y | 100.0 : a | 100.0. 


1/ Bureau of Agricultural Economics, . Summary of Dairy 
Situation Statistics. Table 116, p. 65,.. 


2/ Computed by ratio-to-trend method from prices for New 
Zealand finest butter at London, obtained from Bureau 
of Agricultural Economics. 
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exporting countries are subsidizing anerty it is assumed that imports 

into the United Kingdom from other countries would not be curtailed to 

any great extent. ye he ‘ cr ee eee F 
‘The extent to which prices. in the. United, Kinedon would decline as wh 

a result of imports from the Untied States may be estimated on the basis hi 

of a recent study of the Agricultural Economics Reasearch Institute of 

the University of Oxford. 25/ This study indicatis that at the level of 

supplies prevailing in the United Kingdom in 1933 the elasticity of 

demand for«butter is 0.33; or, in other words, a change .in supplies of 

0.33 percent would have resulted in 1933 in an opposite change in price 

of 1 percent. The price-quantity curve in this study was: obtained by 

correlating the retail price, deflated by an index of income (wages less 

rents, times employment), with supplies of butter available for home 

consumption. 


Possibilities of British Import Restrictions 


One of the major mover etal obstacles in the way of a butter export 
subsidization plan is the possibility of British import restrictions. In 
view of the provisions of the Ottawa Agreements with respect to the 
possible limitation of imports of’ dairy products after November 15, 1935, 
and of the provisions of the agreements concluded by the United Kingdom 
with a number of foreign countries, as noted above, the possibility of 
the adoption of a system of quantitative regulation of imports of butter 
in the near future is ag important consideration. In the event such 
regulations are established a very low quota on imports from the United 
States probably would be established since exports from this country to 
the United Kingdom in recent years have been negligible. At the same 
time there is a strong possibility that the United Kingdom would impose 
an embargo against American butter if exports were subsidized directly or 
indirectly by the Federal Government. <A provision of section 1 of para~ 
éraph 5 of an Act of the British Parliament of November 15, 1932, enacted 
pursuant to the provisions of the Ottawa Agreements, is of significance 
in this connection. This provision reads as follows: 


"If at any time the Board of Trade are satisfied that any 
preferences granted by this Act in respect to any particular 
class or description of goods, being preferences granted in 
fulfillment of the agreement set out in Part I of the First 
Schedule of this Act, are likely to be frustrated in whole 


or in part by reason of the création or Maintenance, directly i 
or indirectly, of prices for that class or déscription of “s 
goods through State action on the part of any foreign country, + 
« % 

eee 


25/ Cohen, R.D., and Murray. Kiss hoe The Effect of Butter and Cheese 
Supplies on Surplus Milk Prices, Agr. Ec. Research Inst., University 
of Oxford, December 1933. a 


~ 


A 


on 


the Board of Trade may by order prohibit the importation 
into the United Kingdom of goods of that class or 
description grown, produced or nanufactured in oe 
PORE: country." , | 


Summary | a 


The foregoing treatment of the possibilities of increasing. 
returns to dairy farmers through the subsidization of oe of butter 
may be summarized briefly, as follows: 


(1) It appears that the exportation. of a substantial. quantity of 
butter would have the effect of increasing domestic prices to-such a 
degree that returns to producers from a given volume of production would 
be greater than if the total supply were sold in the domestic meee es 
assuming that foreign markets could be developed. 


(2) The United Kingdom would constitute the only important outlet 
for a substantial volume of exports of butter from the United States 
because of the severe import restrictions prevailing in Germany, which is 
the only other important butter-importing country. Inview, however, of 
possible countervailing action,by the United Kingdom through the imposi- 
tion of an embargo, it appears that it would: not be feasible to undertake 
an export subsidization program with peepee! to butter, unless other out- 
lets were developed. he : 


(3) The successful operation of a plan to subsidize exports of 
butter would be limited by the possibilities of imports during our season 
of low production. An increase in the tariff.on butter would appear to 
te essential to assure maximum benefits from the operation of the plan, 
if it appeared that, at the time the plan were put into operation, the 
effect of the plan would be to raise the price of butter in the United 
States to a point where imports would be attracted over the pec 
barrier. 


(4) In addition to the foregoing, it is highly probable that it 
would be necessary to adopt some form sf control of milk production, 
since, if this were not done, there would be a tendency for the increased 
prices resulting from the subsidization plan to be associated with an. 
increase in production which would tend to lower. prices. 


(1) 


(2) 


(3) 
eo 
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